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Responsibility for CED Statements on National Policy 

The Committee for Economic Development is an independent research and policy organization of some 250 
business leaders and educators. CED is nonprofit, nonpartisan, and nonpolitical. Its purpose is to propose policies 
that bring about steady economic growth at high employment and reasonably stable prices, increased productivity 
and living standards, greater and more equal opportunity for every citizen, and an improved quality of life for all. 

All CED policy recommendations must have the approval of trustees on the Research and Policy Committee. 

This committee is directed under the bylaws, which emphasize that “all research is to be thoroughly objective in 
character, and the approach in each instance is to be from the standpoint of the general welfare and not from that 
of any special political or economic group.” The committee is aided by a Research Advisory Board of leading social 
scientists and by a small permanent professional staff. 

The Research and Policy Committee does not attempt to pass judgment on any pending specific legislative pro- 
posals; its purpose is to urge careful consideration of the objectives set forth in this statement and of the best 
means of accomplishing those objectives. 

Each statement is preceded by extensive discussions, meetings, and exchange of memoranda. The research is 
undertaken by a subcommittee, assisted by advisors chosen for their competence in the field under study. 

The full Research and Policy Committee participates in the drafting of recommendations. Likewise, the trustees 
on the drafting subcommittee vote to approve or disapprove a policy statement, and they share with the Research 
and Policy Committee the privilege of submitting individual comments for publication. 

The recommendations presented herein are those of the trustee members of the Research and Policy Committee 
and the responsible subcommittee. They are not necessarily endorsed by other trustees or by nontrustee subcom- 
mittee members, advisors, contributors, staff members, or others associated with CED. 
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Purpose of This Statement 

The Committee for Economic Development (CED), a 
voice for leaders in business and education, has a long 
history of supporting early education for our nation’s 
youngest students. Four decades ago, CED Trustees 
first acknowledged the need for “more and better early 
education,” noting that early education is critical to 
student preparation. Just a few years later, CED 
recommended “the establishment of public and private 
preschools” stating that preschool is desirable for all 
children, and a necessity for disadvantaged children. 

Trustee support for preschool has remained 
steadfast throughout the years, and in 2002 CED 
released its first report focused solely on early 
education. Preschool for All: Investing In a Productive 
and Just Society called for universal access to 
preschool for all children aged three and over. 

This report, The Economic Promise of Investing in 
High-Quality Preschool, builds on CED’s previous work 
in early education by providing the economic evidence 
that justifies increasing investments in preschool. 

In the 40 years since CED first recommended 
investing in preschool, it has become generally 
accepted that preschool programs play an important 
role in preparing children — both advantaged and 
disadvantaged — to enter kindergarten. There is also a 
consensus that children from disadvantaged 
backgrounds in particular should have access to 
publicly supported preschool programs that provide an 
opportunity for an “even start.” 

The social equity arguments for preschool 
programs have recently been reinforced by 
compelling economic evidence which suggests that 
society at large benefits from investing in these 
programs. Broadening access to preschool programs 
for all children is a cost-effective investment that pays 
dividends for years to come and will help ensure our 
states’ and our nation’s future economic productivity. 
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Executive Summary 

Early education programs have long been regarded 
as an important step in preparing children for primary 
school — but investing in the education of America’s 
youngest learners has emerged as one of the most 
promising ways to help strengthen the future 
economic and fiscal position of our states and nation. 

As the United States faces unprecedented 
competitive challenges and a serious fiscal crisis, any 
comprehensive strategy to sustain economic strength 
must include a world-class education system. Money 
invested today in high-quality, early education will help 
children develop the social, emotional, and academic 
foundations that will serve them throughout life. But 
widely accessible early childhood education programs 
will do more than prepare individual children for 
personal success: The economy will benefit from a 
better prepared workforce, increased employment 
opportunities, stronger growth, and rising standards of 
living, while society will benefit from less crime, 
enhanced schools, and children who are better 
prepared to participate in democratic processes. 

In short, high-quality preschool programs: 

• Offer societal benefits that far outweigh 
program costs by improving the later education, 
employment, earnings, and crime outcomes of 
students who attend preschool. Extending 
preschool programs to all students could yield $2 
to $4 in net present-value benefits for every dollar 
invested. Preschool investments for just one age 
cohort of students could generate as much as 
$150 billion in net present-value benefits to the 
United States. 1 

• Improve the fiscal position of states and the 
nation by reducing education and criminal- 
justice costs, while boosting income-tax 
revenues. Of the fiscal benefits expected from 
new state investments in preschool, more than 70 
percent are attributable to cost savings in crime 



and K-12 education. For every dollar spent on 
preschool, states are projected to recoup 50 to 85 
cents in reduced crime costs and 36 to 77 cents 
in school savings. 2 

• Contribute to long-term economic growth and 
development for states and the nation. 

Preschool programs would boost long-term 
economic growth; by 2080, gross domestic 
product could be higher by 3.5 percent, or more 
than $2 trillion in today’s dollars. 3 Preschool also 
increases the long-run employment level of states 
by more than twice as much as traditional 
economic development programs. 4 

While preschool is an economic and educational 
priority, it is also part of a continuum of necessary 
childhood investments, beginning in the prenatal 
months and spanning the infant, toddler, and later 
school years that together will have the greatest impact 
on children’s development and, ultimately, America’s 
economic well-being. 

THE PRESCHOOL LANDSCAPE 

In recent years, states have acknowledged the 
benefits of preschool; 39 states now provide some 
access to state-funded prekindergarten programs, 
enrolling more than 900,000 children. The federally 
funded Head Start program also provides preschool for 
more than 900,000 poor children. Despite increases in 
enrollment and broader support for preschool, unmet 
needs and quality concerns remain: 

Access: Children’s access to publicly funded 
prekindergarten programs is uneven. Head Start is 
unable to serve all poor children, and most states 
continue to limit public enrollment to low-income or 
at-risk children. Only three states — Florida, Georgia, 
and Oklahoma — offer preschool to all four-year-olds.* 
Many children in middle-class families are not 
income-eligible for public prekindergarten, yet are 



* No states currently provide publicly funded prekindergarten for all three-year-olds. 
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priced out of private preschools. For many families, 
high-quality preschool is simply too expensive. In 
most states, enrolling a four-year-old child in center- 
based care is more expensive than attending a state 
college or university. 

Quality: Although 66 percent of four-year-olds are 
enrolled in preschool, many are not enrolled in high- 
quality programs. Quality standards for state-funded 
prekindergarten programs vary widely and, in 2005, 
fewer than one-half of state-funded prekindergarten 
programs met at least 7 of 10 quality benchmarks 
representing minimum qualifications.* 

U.S. ECONOMIC, DEMOGRAPHIC, AND 

FISCAL CHALLENGES AHEAD 

The returns to preschool investments are 
impressive under any economic condition, but 
investing in early education is particularly important in 
our current economic climate. The United States faces 
economic, demographic, and fiscal realities that 
threaten our economic growth and competitiveness. 

The forces of globalization and technology continue 
to redefine the knowledge economy: tomorrow’s 
workers must rely more on brain than on brawn. 
Technological improvements have led to escalating 
skill requirements, and globalization has contributed to 
the loss of many labor-intensive and digitally 
transferable jobs in the United States. At the same 
time, globalization has opened new markets for 
sophisticated goods and services from the United 
States, but competition from China and India is 
intense. Without a well-educated workforce, it will be 
difficult to maintain the increases in productivity that 
raise American standards of living. 

Demographic changes will make it difficult to 
attract and retain the skilled workers we need. Past 
increases in economic output were propelled in part 
by rapid growth in the size of the labor force. In the 
coming years, labor force growth will slow sharply as 
the baby boom generation retires. Furthermore, 
improving the quality of the labor force will also be 
difficult — high school and college graduation rates are 



not rising, and most new workers will come from 
minority populations that have historically completed 
fewer years of school. 

In addition, tight state budgets and worsening 
federal budget deficits threaten funding for education 
and other productivity-enhancing investments. 
Growing outlays for Medicare and Social Security in 
coming years threaten fiscal sustainability. Today’s 
newborns will need to generate as much as $150,000 
more in present-value tax dollars than they will 
receive in benefits just to pay for existing obligations 
to their parents’ and grandparents’ generations. 5 
Changes to current tax and spending programs are 
unavoidable, but the education of the next generation 
of workers must not suffer. 

THE BENEFITS OF PRESCHOOL 

America is wasting its education dollars on 
remediation of past failures. Getting it right from the 
start would leverage all other educational investments. 
Better-prepared students would make more use of 
mainstream programs, and put less strain on school 
budgets through demands for remediation. 

• Gaps in student ability are already apparent by 
kindergarten. Because of disparities in children’s 
early environments and family resources, 
students from advantaged families tend to 
demonstrate higher cognitive abilities and 
perform better on other measures of school 
readiness, including social skills, health, and 
approaches to learning, than their middle- and 
low-income peers. 

• Learning is cumulative. Children develop skills 
during the early years of life that facilitate later 
learning — in essence, “learning begets learning, 
and skill begets skill.” 6 

• Educational gaps later on are often difficult and 
costly to correct. Remediation in the later school 
years, or through adult education and training 
programs, is often only moderately successful, 
and the direct costs of remediation, as well as the 
indirect costs of inadequate education, are huge. 



* The National Institute for Early Education Research (NIEER) lists 10 indicators of quality prekindergarten: comprehensive curricular 
standards, teachers with bachelor’s degrees, teachers with specialized training in early education, assistants with Child Development 
Associate (CDA) credentials, teachers and assistants receiving at least 15 hours of in-service training each year, class sizes of less than 20 
children, staff-child ratios of 1:10 or smaller, health screening or referral services available, as well as one support service offered, at least 
one meal offered and site visits to monitor implementation of quality standards. [W. Steve Barnett, Jason T. Hustedt, Kenneth B. Robin, and 
Karen L. Schulman, The State of Preschool: 2005 State Preschool Yearbook (Ue\N Brunswick, NJ: NIEER, 2005), p. 32] 
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In the short term, providing access to high-quality 
early childhood education assures a more successful 
transition to primary school. Kindergarten teachers 
can vouch for the importance of high-quality 
preschool with students who attended high-quality 
preschool discernibly better prepared for kindergarten 
than those students who did not attend. But the 
benefits of early education persist long after children 
enroll in kindergarten. Convincing evidence of the 
long-term benefits of preschool is now available from 
high-quality, rigorously evaluated early childhood 
education programs — most notably the High/Scope 
Perry Preschool program, Abecedarian program, and 
Chicago Child-Parent Centers — that enrolled 
economically disadvantaged children and followed 
them into their adult years. In brief: 

• Education: Children who participate in high- 
quality preschool programs demonstrate higher 
academic achievement, are less likely to repeat a 
grade or require special education classes, and 
are more likely to graduate from high school and 
enroll in college. 

• Crime: Students who attend high-quality 
preschools are less likely to participate in criminal 
activity during their juvenile or adult years, or be 
victims of child maltreatment or neglect. 

• Employment: As adults, former preschool students 
are less likely to be unemployed and more likely to 
have higher earnings than similar students who do 
not participate in preschool programs. 

• Social Welfare and Health: Former preschool 
students are less likely to depend on public 
assistance, become teenage parents, or endanger 
their health by smoking. 

THE ECONOMIC AND FISCAL 

IMPACTS OF PRESCHOOL 

High-quality preschool programs contribute to 
America’s economic bottom line in three related, yet 
distinct, ways. First, the positive impact from these 
programs on students’ lives increases the likelihood 
that these students will end up as net economic and 
social contributors to society. Second, federal, state, 
and local budgets will improve significantly when 
governments can dedicate more of their resources to 



productive endeavors, rather than to remediation, 
incarceration, and welfare. Finally, sustained 
preschool investments are a cost-effective way to 
ensure a better educated workforce, boosting long- 
term economic growth. 

Social Benefits and Cost-Effectiveness 

Summing the economic benefits of better 
educational, employment, criminal, and social 
outcomes suggests that preschool pays, many times 
over, for the cost of establishing these programs. For 
example, the Chicago Child-Parent Centers Program is 
estimated to generate more than $40,000 in net 
present-value benefits per program participant.* The 
Perry Preschool program is estimated to generate 
nearly $230,000 in benefits per student, much of which 
is attributable to avoiding the tangible and intangible 
costs of crime. The long-term follow-ups of these 
targeted model programs suggest that every dollar 
invested will return about $4 to $16, with the public 
recouping one-half to three-quarters of the investment. 7 

Expanding access to these programs to all children, 
and assuming smaller benefits for more advantaged 
students, continues to be a cost-effective investment, 
although the benefit/cost margin narrows. Implemen- 
tation of a voluntary, universal preschool for all 
students suggests an expected payback of at least $2 
for every dollar spent. 8 Even though the benefit/cost 
ratios for universal programs are lower than for 
targeted programs, the total net benefit of a universal 
program is estimated to be much larger because more 
students participate. 

Annual rates of return on preschool investments 
are estimated at 10 percent or higher each year over 
the students’ lifetimes, exceeding the 6 to 7 percent 
average rate of return typically expected of 
government programs and the stock market. 

Preschool is far more cost-effective than programs 
that correct educational and social problems in later 
years. Furthermore, states will likely recoup most of 
their own investments, because it is estimated that 85 
percent of 16-year-olds will live in the same state 
where they attended preschool, and 65 to 75 percent 
of children will continue to live in that state during 
their prime working years. 9 



* Throughout this report, all investment returns reflect the lifetime net present-value of benefits. 



3 



Considering just the payback to state budgets from 
implementing preschool programs (i.e., excluding the 
considerable increase in participants’ earnings), state 
prekindergarten programs are estimated to return 
$1.18 to $2.25 for every dollar states invest. 10 The 
benefits are largely attributable to near- and long-term 
savings in crime and education. Schools save money 
when students arrive better prepared to learn, and 
teachers are more satisfied with their jobs. 

Preschool programs do more than just provide cost 
savings; they also increase revenues. Immediate 
increases in tax revenues are provided by parents who 
are more likely to work if their children are in high- 
quality preschool, although the larger, but long-term, 
revenue increases come from the improved earnings 
prospects of children who attend. Increased tax 
revenues eventually will pay for 20 to 50 percent of 
states’ costs to expand preschool to all students. 11 

Economic Growth and Development 

Education can be an important component of a 
focused economic development strategy, as well as a 
plan for long-term national economic growth. Every 
dollar invested in preschool provides states with nearly 
$3 in net present-value earnings. A billion dollar state 
investment in a part-day, part-year preschool program 
is expected to increase long-run state employment by 
about 1.3 percent. 12 Furthermore, the national benefit 
from investments in preschool is about 40 percent 
higher than the benefit from a state perspective 
because some state benefits that are lost when better 
educated preschoolers move to other states are still 
captured by the nation. 

Sustained nationwide investments in high-quality 
early education will also boost U.S. economic 
growth. Economic growth analysis has long 
attributed a key role to labor-force quality. By that 
widely accepted conclusion, today’s preschool 
students will become tomorrow’s better-skilled 
workers. The gross domestic output (GDP) will begin 
to grow faster when those workers join the labor 
force, with the impact visible in the numbers about 
40 years after the first class of students enrolls. By 
2080, the U.S. economy is expected to produce an 
additional $2 trillion dollars in output ($7,700 per 
capita), an increase of 3.5 percent. 13 



IMPROVING QUALITY 

Quality is paramount if preschool programs are to 
have an effect on children’s learning and provide the 
economic and financial benefits we expect from our 
investment. High-quality preschool is much more than 
custodial care; it provides children with meaningful 
learning and play experiences guided by qualified 
teachers in an enriched educational environment. 

Quality programs follow an age-appropriate 
curriculum that focuses on the academic, social, 
emotional, and physical development of children. The 
most successful preschool programs employ teachers 
with bachelor’s degrees and training in early childhood 
education or development. Well-qualified teachers 
expose children to extensive vocabularies and 
knowledge that stimulate curiosity while preparing 
them to read, write, and count. Educated teachers also 
demonstrate positive communication skills that boost 
children’s self-confidence and self-control. Attracting 
and retaining well-qualified preschool teachers 
requires compensation that is equal to that of 
elementary school teachers. 

Small class sizes and low child/teacher ratios are 
also important to maintain classroom order and 
provide individual student attention. Preschool 
programs should offer adequate hours of instruction 
and integrated child care for working families. Parents 
are children’s primary teachers and preschool 
programs should educate parents and involve them in 
their children’s development to further improve 
learning during the preschool years. 

EXPANDING ACCESS 

Preschool benefits virtually all children, not just 
those at risk because of socioeconomic disadvantage. 
Poor educational performance during the elementary 
and secondary school years extends beyond just low- 
income students. Preschool-related gains in academic 
achievement are evident across income groups, with 
low-income students benefiting the most. 14 

Practical realities also suggest broad access to 
early education programs should be made available. 
Preschool programs available to all students can reach 
those children who, because of varying family 
circumstances, may otherwise fall through the cracks. 
Widely accessible public programs may be more 
efficient and easier to administer than programs with 
enrollment restrictions because they do not require 



4 



tracking program eligibility. Furthermore, programs 
that are widely accessible often enjoy broader political 
and financial support, making it less likely the 
programs will be cut or suffer budget shortfalls. 15 

Nonetheless, providing voluntary, universal access 
to preschool does not mean programs need provide 
uniform services. Diverse providers can offer all 
children access to a core program that provides high- 
quality early education, though children who are at-risk 
may require additional services (such as more 
intensive instruction, parent education, home visits, or 
access to health care services). Disadvantaged 
children also may need services that begin even before 
age three, to help eliminate gaps in preparation that 
are present when they begin preschool. 

COST AND FINANCING 

Extending publicly funded prekindergarten 
programs to all three- and four-year-old children will 
be costly, requiring $16 billion to $27 billion in new 
funding.* Implementing universally accessible 
preschool programs will add about 8 percent to 
current educational expenditures in the United States.* 
Despite the early cost, not investing in preschool 
would likely cost far more later. 

There are several ways to fund preschool for all 
children — including general revenues, lottery revenues, 
property taxes, federal funding, and “sin” taxes on 
tobacco and alcohol. Alternative funding options 
include government cost-sharing, endowments, and 
scholarship programs. The most reliable funding 
models include a dedicated source of funding, similar 
to the K-12 education system. 

THE LEARNING CONTINUUM 

Prefacing K-12 education with high-quality 
preschool is a smart investment, but learning begins at 
birth. The brain rapidly develops during the first years 
of life and providing children with high-quality 
experiences from the beginning — including proper 
nutrition, health screenings, parental education, and 
high-quality child care — will be the best start in life. 



At the same time, preschool is not a permanent 
inoculation. Early education must be complemented 
with continued high-quality education experiences in 
the existing K-16 system. Thus, shifting K-16 dollars 
into preschool would not be productive. 

SUMMARY OF RECOMMENDATIONS 

CED recommends that communities, states, and 
the nation make access to publicly funded, high- 
quality preschool programs an economic and 
educational priority. The economic benefits from 
preschool will be greatest when all children are 
provided with access to high-quality, publicly funded 
preschool programs. States with existing preschool 
programs should expand access by eliminating 
enrollment restrictions based on family income, and 
maximize program efficiency by coordinating state 
prekindergarten, federal Head Start, and child-care 
programs. To achieve the potential economic benefits, 
preschool programs should provide adequate contact 
hours to improve student learning and provide options 
for integrating high-quality child care to meet the 
needs of working parents. Furthermore, states should 
welcome a diverse set of providers that meet quality 
standards and the needs of the parents and 
communities they serve. Business leaders should 
advocate preschool and other complementary 
childhood programs and services, emphasizing the 
strong returns on investment, and the leveraging of 
current expenditures. 

CED recommends that publicly funded preschool 
programs meet the quality standards necessary to 
deliver the promised economic benefits. Existing 
state prekindergarten programs and the federal Head 
Start program must be brought up to acknowledged 
standards. Preschools should adopt research-based, 
age-appropriate curricula that include cognitive, socio- 
emotional, and physical development, and align with 
state kindergarten and elementary education 
standards. In addition, all publicly funded preschool 
programs should employ qualified teachers with 
bachelor’s degrees and specialized training in early 
education. An independent, national board should 



* A high-quality program for all three- and four-year-olds could cost as much as $72 billion dollars, but some children will remain in pri- 
vate programs or choose not to enroll. Providing preschool to “all” students assumes that 70 percent of four-year-olds and 50 percent of 
three-year-olds would participate in prekindergarten, and another 10 percent in each age group would participate in private programs. 
Estimates for additional funding exclude those students already in publicly funded programs, but do include funding for upgraded programs 
for 50 percent of current public prekindergarten students (see Table 7 for more detail). 

t Spending on K-12 education totaled about $340 billion for the 2004-2005 school year. 
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review and report on the quality and 
comprehensiveness of state preschool standards 
which most states have only recently developed. 

Finally, CED recommends that federal, state, and 
local governments consider the broad economic 
benefits of preschool when deciding how to allocate 
resources in the face of competing uses and 
demands. As governments decide where to invest 
their public dollars, they should consider the different 
economic and social returns from those investments. 
Investments in preschool programs should reflect the 



cost of providing a high-quality education to all three- 
and four-year-old children. Current state 
prekindergarten and federal Head Start budget 
allocations should be revised to support the critical 
elements of high-quality programs, ensuring the 
budget structure reflects an efficient and effective use 
of funds. Preschool programs should also be funded 
through a dedicated funding source, and teacher 
compensation should be commensurate with that of 
public elementary school teachers. 
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Chapter 1 



Introduction 




It is generally agreed 
that high-quality preschool 
programs — typically 
providing classroom-based 
education for three- and 
four-year-old children — 
benefit young learners.* For 
nearly a century, preschool 
has prepared children for personal success both 
academically and socially. More recently, it has been 
acknowledged that high-quality early education 
programs can also improve the long-term economic 
and near-term fiscal position of the United States. 

High-quality preschool programs advance students 
well into their adolescent and adult years — improving 
their educational achievement and attainment, 
employment, earnings, and health, while lessening 
their involvement in crime and dependence on social 
programs. Economically, the long-term outcomes of 
high-quality preschool programs translate into: 

• Significant public and private benefits, with 
economic returns from improved education, 
employment, and crime outcomes far exceeding 
the cost of preschool programs; 

• Improved budgets for federal and state 
governments, generating savings that allow for more 
resources to be dedicated to other priorities; and 

• Increased national employment and economic 
growth, helping to boost standards of living for 
all Americans. 

The benefits of high-quality preschool promise to 
be more important in today’s economic climate than 
ever before. Ensuring U.S. economic competitiveness 
and growth in the years ahead will require a highly 
educated and skilled workforce. Without improvements 
in education, demographic changes will make it 



difficult to cultivate the 
skilled workforce needed. 
Fragile state budgets and the 
deteriorating federal budget 
situation also threaten the 
U.S. economy, and policy 
changes will be needed to 
avert an economic crisis. 

Many other industrialized nations, including 
economic competitors such as France, the United 
Kingdom, and Germany, already educate their 
youngest learners. 17 Most preschool programs in 
Western Europe are publicly financed and several 
countries, including Belgium, France, and Italy, have 
long had near universal enrollment. Several emerging 
economic competitors have also committed to 
increasing opportunities for early childhood education. 
More than three out of four children over age three in 
Mexico are enrolled in early childhood education 
programs while China enrolls 40 percent of its 
children aged three to six and has committed to 
expand enrollment by 2015. Brazil and India, which 
currently enroll 20 to 25 percent of children in 
preschool, also plan to expand enrollment. 18 

Education has always been a primary determinant 
of economic growth, and U.S. business leaders realize 
the long-term economic benefits of investing in early 
learning. A December 2005 poll of business leaders 
shows that they overwhelmingly favor public 
prekindergarten programs: More than 80 percent of 
business leaders agree that investments in effective 
preschool programs would help the United States 
remain globally competitive, and improve its long-term 
economic outlook and the quality of its workforce. 
Roughly one-half of business leaders surveyed are 
concerned about declines in the quality of the 
workforce and anticipate difficulty finding enough 



“High-quality universal preschool educa- 
tion is an idea whose time has come, and 
the American business leadership is well 
aware of its importance. ” 

Daniel Rose, Chairman, Rose Associates, Inc., 

CED Trustee 16 



* Throughout this report, “preschool” or “early childhood education” (ECE) is used to describe classroom-based public and private early 
education programs for three- and four-year-olds. Prekindergarten is used to refer to state-funded early education initiatives, which are often 
located in public schools, but can also be found in private child-care settings, such as nursery schools. 
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educated and skilled workers to fill future jobs. Nearly 
40 percent of business leaders believe American firms 
are already at a disadvantage based on the education 
level of the workforce, and one-third said their 
companies have recruited outside the United States to 
fill jobs requiring special skills or education. Fully 81 
percent of business leaders agree that public funding 
of voluntary prekindergarten programs for all children 
would improve America’s workforce. But business 
leaders also value market choices and favor public 
prekindergarten programs that empower parents to 
decide what program is best suited for their children 
and families. 19 

Reforms already underway in elementary and 
secondary education are essential to improve our 
economic competitiveness, but for K-12 reforms to 
succeed, children need to begin school ready to learn. 
Complementary investments during the preschool 
years are crucial to leverage existing K-12 



investments. Gaps in students’ abilities are clearly 
evident by kindergarten and are often difficult, as well 
as costly, to overcome. 

Though preschool programs are a priority, they too 
are part of a larger set of early childhood interventions, 
including prenatal health, child health, parental 
involvement, and quality child care that can lead to 
improved child well-being and later outcomes. 20 The 
building blocks of learning develop early, well before 
the elementary school years. 

Access to early education has grown over the past 
40 years. About 66 percent of four-year-old children 
now attend preschool, a more than nine-fold increase 
since 1969 when just 7 percent were enrolled; 38 
percent of three-year-old children also now attend 
preschool (see Figure I).* 21 The federally funded Head 
Start program established 40 years ago enrolls more 
than 900,000 low-income children, 1 and 39 states and 



Figure 1: Access to Preschool Has Expanded in The Past 40 Years 



Percent of Three- and Four-year-olds Enrolled in Preschool 




Year 



Source: National Center for Education Statistics, Digest of Education Statistics, 2004, NCES 2006-005 (Washington, DC: U.S. Department of Eduction, 2005), Table 43; Current 
Population Survey, October 2004, available at http://www.census.gov/population/www/socdemo/school/cps2004.html. 



* Roughly 4.2 million three- and four-year-olds attend preschool. Although the majority of five-year-old children attend kindergarten, 17 
percent of five-year-old children (or 55 percent of those not enrolled in kindergarten) are enrolled in preschool. 

t Roughly 825,000 Head Start children are ages three through five; the remaining children are under three years of age. 
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the District of Columbia fund prekindergarten 
programs enrolling more than 900,000 students.* 22 

The movement supporting publicly funded 
preschool continues to gain momentum in many 
states. Oklahoma, Georgia, and Florida now offer 
voluntary prekindergarten to virtually all students; 
West Virginia and New York plan to extend preschool 
to all four-year-olds, though the New York program 
lacks funding. Illinois recently enacted a proposal by 
Governor Rod Blagojevich and will launch the first 
state prekindergarten program open to all three- and 
four-year-old children. A number of other governors 
have also championed prekindergarten. Governor Phil 
Bredesen of Tennessee has proposed funding to 
double the number of prekindergarten classrooms in 
the state in 2005-2006, and Governors Jodi Rell of 
Connecticut and Christine Gregoire of Washington 
have proposed funding increases despite budget 
deficits. In addition, policymakers in Nebraska, North 
Carolina, Arkansas, and Massachusetts have 
expanded access, improved quality, increased 



funding, or developed policy infrastructures dedicated 
to preschool. 23 Nonetheless, access to preschool — 
especially high-quality preschool — is not yet a reality 
for enough children. 

Access to Preschool is Uneven 

Despite significant increases in the numbers of 
children who attend preschool, not all can attend high- 
quality programs. Family circumstances and 
geography strongly influence who attends. 

Access to preschool is influenced by families’ 
socioeconomic status. Well-off families know the 
value of high-quality preschool programs, and 70 
percent of high-income families send their children to 
preschool (see Figure 2). At the other end of the 
income scale, about 44 percent of children are 
enrolled in preschool, often attending publicly funded 
Head Start and state prekindergarten programs. 
Middle-class families, however, are often caught in the 
middle: unable to qualify for public programs yet 
unable to afford high-quality private programs. Their 



Figure 2: Children in Middle-Income Families Are No More Likely to 
Attend Preschool than Children Residing in Poor Families 
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* Florida’s Voluntary Universal Prekindergarten Program, which began in Fall 2005, added nearly 100,000 to the published number of 
children enrolled in state prekindergarten programs. 
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children are only slightly more likely than 
disadvantaged children to attend preschool.* 

Access to preschool is uneven across and within 
states. Most families do not have access to public 
preschool programs and continue to be limited to 
whatever quality of program they can afford and/or is 
offered in their neighborhood. In 43 states, the average 
cost of full-day early education and care for four-year- 
olds exceeds the cost of attending a state college or 
university (see Figure 3). 

Only two states, Georgia and Oklahoma, and the 
District of Columbia enroll more than one-half of all 
four-year-olds in their state-funded prekindergarten 
classes. Many states enroll fewer than 10 percent (see 
Figure 4). Fewer than one-half of the state programs 
allow children to enroll without meeting an income or 
risk factor criterion. While Head Start provides 



additional preschool opportunities for poor children, 
funding is limited. Many centers have long waiting lists 
and cannot serve all of the eligible children. As a 
result, only about one-half of poor children are 
enrolled in Head Start. 

Quality is Often Inadequate 

Producing the long-term economic benefits 
promised by early education programs will require 
more high-quality classrooms. Preschool is more than 
just custodial care; it should provide children with an 
environment that stimulates learning. 

Most preschool programs in the United States 
meet only some of the benchmarks of a quality 
preschool program. The most successful preschool 
programs have small classes, low child-teacher ratios, 
parental involvement, and support services, but the 
most important elements are college-educated 



Figure 3: Early Education and Care for Preschool Students Costs More 
Than Most State Colleges and Univerities 
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Source: National Association of Child Care Resource and Referral Agencies, Breaking the Piggy Bank: Parents and the High Price of Child Care, (Arlington, VA: NACCRRA, 2006); 
National Center for Education Statistics, Digest of Education Statistics 2004, NCES 2006-005 (Washington, DC: U.S. Department of Education, 2005), Table 314. 



* Children from different racial/ethnic groups also have varied preschool experiences. More than one-half of White children attend pre- 
school, but African-American children are the most likely to be enrolled in early education programs— although many are not attending high- 
quality programs. The greatest need for improving inclusion in early education programs is in the Hispanic community, where only 40 per- 
cent of children are enrolled in preschool. [Katherine A. Magnuson and Jane Waldfogel, “Early Childhood Care and Education: Effects on 
Ethnic and Racial Gaps in School Readiness,” The Future of Children, vol. 15, no 1 (Spring 2005) pp. 178-180] 
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teachers and an age-appropriate curriculum that 
stimulates learning while also developing children’s 
physical, social, and emotional skills. Fewer than one- 
half of state programs require teachers with bachelor’s 
degrees; only 12 states require assistants to have a 
Child Development Associate (CDA) credential, and 
only one-half of states have adopted comprehensive 
curriculum standards that specify content areas for 
educational programs. 24 In Head Start programs, only 
about 35 percent of teachers hold bachelor’s degrees. 
Overall, most early childhood education and care 



programs fall just short of “good” on composite 
measures of program quality. 25 

Investing in preschool can yield tremendous 
economic benefits to states and the nation, but 
capturing those benefits will require a commitment to 
developing high-quality programs. When faced with 
limited resources, it is financially attractive to invest 
only in the neediest students; however, all children can 
benefit from high-quality preschool, and many children 
in the United States, including many non-poor 
children, do not currently have such an opportunity. 



Figure 4: Thirty-nine States Have Publicly Funded Prekindergarten Programs 




Source: http://www.preknow.org; W. Steven Barnett, Jason T. Hustedt, Kenneth B. Robin, and Karen L. Schulman, The State of Preschool: 2005 State Preschool Yearbook (New 
Brunswick, NJ: NIEER, 2005), Figure 9. 
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Chapter 2 

U.S. Economic, Demographic, 
and Fiscal Challenges Ahead 




America’s economic, 
demographic, and social 
landscape has changed 
profoundly in the past 35 
years. Technology and 
globalization have 
transformed America’s 
powerful industrial 
economy into an agile and 
ever-evolving knowledge 
economy. As we advance 
into the twenty-first century, 
continued economic 
pressures from abroad, 
growth in populations 
traditionally completing less 
education, and our current 
unsustainable fiscal position 
all threaten America’s 
economic stability and 
social balance. The stakes 
are high, but early and 
sustained investments in education, especially in the 
preschool years, will provide a strong defense, 
allowing the states and the nation to rise to the 
economic, demographic, and fiscal challenges ahead. 

ECONOMIC CHALLENGES 

The U.S. economy is increasingly shaped by 
globalization and advances in technology, and 
knowledge is our country’s competitive advantage. 
While trade is not new to America, competition from 
abroad has intensified in recent years. Companies have 
responded by shifting less-skilled work offshore and 
adopting advanced technologies that make workers 
more productive. With computers now performing 
many routine cognitive and manual jobs, much of the 



work that remains in U.S. 
workplaces involves 
complex or creative 
thinking, or interactive 
functions that are difficult 
to automate. 28 

Though globalization is 
detrimental to some 
businesses and workers, it 
also benefits the United 
States by opening up new 
markets for our 
technologically advanced 
goods and services. 
However, our edge in 
technology and knowledge 
is increasingly challenged. 
Companies in less 
developed countries now 
have the necessary 
economic and technological 
infrastructures to compete 
directly with the United States. Countries like India and 
China are no longer low-wage, low-tech — they are low- 
wage, high-tech. 29 

U.S. workplaces have adapted to sustained 
economic pressures by creating new knowledge- 
intensive jobs and increasing skill requirements in 
existing jobs. Managerial and professional workers 
now fill more than one-quarter of all jobs, an increase 
from 18 percent in 1969; fewer than one-in-four 
workers are now employed in blue-collar jobs. 30 At the 
same time, workers have become more educated. In 
1973, one-third of adult workers did not complete high 
school; today fewer than one-in-ten adult workers are 
high school dropouts.* The share of college-educated 
workers has also more than doubled. 31 More recent 



“The day-to-day reality of succeeding in an 
increasingly competitive marketplace 
demands skilled and educated workers. 
Investing in the academic success of our 
children directly contributes to the overall 
economic health of our nation. ” 

Janies E. Rohr, Chairman and Chief Executive Officer, 
PNC Financial Services Group, Inc., CED Trustee 26 

“Our economy faces new challenges from 
globalization, population aging, and bor- 
row-and-consume exhaustion. We can 
address all three challenges by making sure 
every one of our children becomes a capable 
young adult - healthy, educated, free, secure, 
and a good citizen. ” 

Robert H. Dugger, Managing Director, 
Tudor Investments, CED Trustee 27 



* Roughly 30 percent of students who begin high school drop out before graduating. Some earn a General Equivalency Diploma (GED), 
thus decreasing the share of adult “high school dropouts” (though a GED does not confer the earnings advantages of a traditional diploma). 
In addition, many less-educated workers are less likely to join the labor force, further decreasing the share of workers who are “high school 
dropouts.” 
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competitive pressures have polarized job growth, with 
high-wage and low-wage jobs created at the expense 
of middle-wage jobs that once provided a comfortable 
lifestyle for many American workers. 32 

In short, the new global economy increasingly 
relies on information and innovation, both of which are 
highly knowledge intensive. Knowledge has been a 
major source of productivity growth in the postwar 
era, with growth in education boosting productivity 
growth by an estimated 11 to 20 percent in recent 
years.* 33 Increases in productivity are essential to 
economic growth and improved standards of living. 

The challenge for states and the nation is to 
continue to generate high-paying jobs and an 
educated workforce even with increasing competition 
from developed and economically emergent nations. 

Despite a decades-long effort by states to increase 
student achievement, students have not demonstrated 
significant and widespread improvement in educational 
attainment or achievement. Fewer than one-third of 
students in fourth, eighth, and twelfth grade 
demonstrate proficiency in math or reading, 34 and only 
31 percent of high school students complete a 
rigorous complement of courses. 4 In addition, far too 
many students — more than one million nationwide — 
do not graduate from high school within four years. 35 
Graduation rates now hover around 70 percent, a 
significant dip from a high of 77 percent in 1969. 36 
Some states face a more pronounced challenge, with 
nearly one in five states graduating fewer than 60 
percent of their students. 37 

Academic achievement of youth in the United 
States also does not measure up internationally. High 
school students consistently score below the 
international average on both academic and applied 
assessments of reading, math, and science, and rank 
among the lowest of more than 20 economically 



competitive countries on math and science 
achievement. 38 Other countries are also gaining ground 
in higher education. The United States has slipped to 
ninth in the share of students enrolling in college.* 39 

Current efforts to improve student achievement in 
the K-12 system are well intentioned, and, indeed, 
necessary. Likewise, efforts to educate and train our 
current workforce better are justifiable. But looking 
forward, the best new educational investments are 
those made during the preschool years, where children 
develop skills that lay the foundation for later learning. 

DEMOGRAPHIC CHALLENGES 

Favorable demographic and educational trends 
facilitated the United States’ transition to a post- 
industrial knowledge economy. The baby-boom 
generation helped grow the labor force by almost 50 
percent between 1980 and 2000. Moving more students 
through the educational system made simultaneous 
increases in the quality of the workforce possible. 40 

In the future, however, the overall size of the 
workforce will grow much more slowly, increasing by 
only about 16 percent over the next two decades as 
the highly educated baby-boom generation begins to 
retire in 2008. 41 In the coming years, it will also be 
more difficult to replicate improvements in the quality 
of the workforce. New workers are only slightly more 
educated than the baby boomers, and increases in 
educational attainment rates have slowed considerably. 
The college-educated labor force that increased by 107 
percent between 1980 and 2000 will likely grow by 
less than one-third over the next 20 years. 

Challenges in preparing a high-quality workforce 
also arise from changing family demographics. 42 More 
than one-quarter of children live in single-parent 
families, putting them particularly at risk of growing up 
poor and increasing the likelihood they will drop out of 



* Economic growth is largely attributable to improvements in human capital as embodied in knowledge and skills of the workforce, phys- 
ical capital such as investments in machinery and buildings, and innovation that results in new products, technologies, and work processes. 
Over the past century, education has been the major contributor to economic growth, improving the quality of the workforce, and allowing 
innovative ideas to flourish. In contrast, physical capital’s effect on growth has been fairly constant. Apart from increased investments in 
technology in the mid-1990s, rates of investment in physical capital have essentially remained unchanged for most of the twentieth century. 
[J. Bradford DeLong, Claudia Goldin, and Lawrence F. Katz, “Sustaining U.S. Economic Growth,” in H. Aaron, J. Lindsay, and P. Nivola, eds., 
Agenda for the Nation (Washington, DC: Brookings Institution, 2003), pp. 17-60] 

t The National Commission on Excellence in Education recommends four courses in English, three social studies courses, three science 
courses, three math courses, two foreign language courses, and a one-semester course in computer science. 

$ The United States still has the largest share of adults holding bachelor’s degrees, but it has dropped to second, behind Norway, in the 
share of young adults, age 18 to 24, holding bachelor’s degrees. 
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